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NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
David Wickersham (303) 797-9080

{Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION
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OATH OR AFFIRMATION

|, David R Wickersham , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

The Leaders Group, Inc. . as
of December 31 ,20__ 06 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

P -

Signature
//"‘5 (l ﬁé«a/

Title

This report ** contains (check all applicable boxes):

& (a) Facing Page.

@ (b) Statement of Financial Condition.

3 (c) Statement of Income (Loss).

g (d) Statement of Changes in Financial Condition.

{e) Statement of Changes in Stockholders” Equity or Partners’ or Sole Proprietors’ Capital.

O (fn Statement of Changes in Liabilities Subordinated to Claims of Creditors.

[X (g) Computation of Net Capital.

@ (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

@ () Information Relating 10 the Possession or Control Requirements Under Rule 15¢3-3,

Gd () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

@ (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

@ (1) An Qath or Affirmation.

0 (m) A copy of the SIPC Supplemental Report.

& (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**or conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




Part IIA - Draft - Period: 12/2006 Page 1 of 13

FOCUS REPORT

FORM (Financial and Operational Combined Uniform Single Report)

X-17A-5 .
Part HA Net Capital 17a-11
" INFORMATION REQUIRED OF BROKERS AND DEALERS PURSUANT TO RULE 17
COVER
Select a ﬁllng method: Basic G) Alternate C‘ [0011]

THE LEADERS GROUP, TNC.

Name of Broker Dealer:

[0013} SEC File Number: 8- 47639
Address of Principal Place of 26 W. DRY CREEK CIRCLE ‘ [0014)
Business: (0020) ‘
80120- Firm |D: 37157
LITTL[}EE:; [002929] 4475 [0015]
{0023

For Period Beginning 01/01/2006 And Ending 12/31/2006
[0024] [0025)

Name and telephone number of person to contact in regard to this report:

Name: DAVID R. WICKERSHAM, PRESIDENT Phone: 303-797-9080

[0030] [0031)
Name(s) of subsidiaries or affiliates consolidated in this report:
Name: Phgne:

[0032] [0033)
Name: Phone:

[0034] , [0033]
Name: Phone:

[c036) [0037]
Name: ) Phone:

[0038] {0039]

Does respondent carry its own customer accounts?  yeg [0040] No © [0041]
Check here if respondent is filing an audited report Ivi [0042]

hitps://regfiling.nasd.com/focus/FORM_FOCUS_Form2aPrintPreview.asp?Formld=43851... 2/27/2007




Part [IA - Draft - Period: 12/2006 Page 2 of 13

ASSETS
Consolidated ©* (0198} Unconsolidated ® [0189] i
Allowable Non-Allowable Total
702,898 702,898
Cash [0200] [0750]
Receivables from brokers
or dealers:
A Clorance o 4
15,616 10,000 25,616
B. Other [0300] [0550] (0810]
R ivables f 26,567 273,47¢ 300,043
cfs‘ig':"]aerses rom non- (0355} [0600] [0830]
4,  Securities and spot
commodities owned, at
market value;
A Bxempted |
i
B. Debt securities [0419] |
C. Options [0420]
D. Other securities [0424]
E. Spot 0
commodities [0430] [0850]
5.  Securities and/or other
investments not readily
marketable;
A. Atcost
{0130]
0
B. Atestimated
fair value (0440) {0610] [0860)
" 0
6. Securlt.tes porrowed under (0450] [0630] [0880]
subordination agreements
and partners' individual
and capital securities

accounts, at market value:

A. Exempted
securities

{0150]

B. Other securities

[0160]

https://regfiling.nasd.com/focus/FORM_FOCUS_Form2aPrintPreview.asp?Formld=43851... 2/27/2007



Part IIA - Draft - Period: 12/2006

10.

1.

12.

-

Secured demand notes
markel value of collateral;

A. Exempted
securities

[0170}

B. Other securities

[0180]
Memberships in
exchanges:
A. Owned, at
market
[0190]

B. Owned, at cost

C. Contributed for
use of the
company, at
market value

Investment in and
receivables from affiliates,
subsidiaries and
associated partnerships

Property, furniture,
equipment, leasehold
improvements and rights
under lease agreements,
at cost-net of accumulated
depreciation and
amortization

Other assets

TOTAL ASSETS

[0470]

[0480]

[0490]

[0535]
745,081

{0540]

Page 3 of 13

0

{0640] [0890]
(0650]

0

(0660 {0900

0

[0670] [0910)

0

[0680] [0920]

16,225 16,225

[0735) [0530]

299, 701 1,044,782

(0740] [0940}

https://regfiling.nasd.com/focus/FORM_FOCUS_Form2aPrintPreview.asp?Formld=43851... 2/27/2007




Part IIA - Draft - Period: 12/2006

LIABILITIES AND OWNERSHIP EQUITY

13.

" 14,

15.

16.
17.

18.

19.

Liabilities
Bank loans payable
Payable to brokers or dealers:

A. Clearance account
B. Other

Payable to non-customers

Securities sold not yet purchased,
at market value

Accounts payable, accrued
liabilities, expenses and other

Notes and mortgages payable:

A. Unsecured

B. Secured

Liabilities subordinated to claims
of general creditors:

A. Cash borrowings:

1. from
outsiders

[0970)

2. Includes
equity
subordination
{15¢3-1{d)) of

[0980)

B. Securities borrowings,
at market value:

from outsiders

[0990]

C. Pursuant to secured
demand note collateral

agreements:
1. from
outsiders

Page 4 of 13

A.l Liabilities Non-A.l Liabilities Total
0
[1045) [1255] [1470]
0
[1114] [1315] [1560] .
0
[1115) [1305] [1540]
145,014 145,014
[1155] {1355 [(1610]
0
[1360) [1620]
142,408 142,408
[1205) [1385] (1685)
0
[(1210] [1690]
0
(1211] [1390] [1700]
0
[1400] [1710]
Q
[1410] 11720] .
0
[1420} (1730}

https://regfiling.nasd.com/focus/FORM_FOCUS_F 0rm2aPrintPreview.asp?FoﬁnId=43 851... 2/27/2007



‘Part I1A - Draft - Period: 12/2006

[1000]

2.  Inclides
equity
subordination
{(15¢c3-1(d)) of

[1010]

D. Exchange
memberships
contributed for use of

Page 5 of 13

company, at market : 0
value [1430] [(1740]
E. Accounts and other
borrowings not
qualified for net capital 0
purposes [1220] [1440] [1750]
20. : 2‘87,422 0 287,422
TOTAL LIABLITIES [1230] [1450] [1760]
Ownership Equity
Total
21. Sole proprietorship [1770] .
22. Partnership {limited partners
- [1020]) {1780]
23. Corporations:
A. Preferred stock (1791}
2,000
B. Common stock (1792)
12,000
C. Additional paid-in capital (1793)
743,360
D. Retained earnings C [1794)
757,360
E. Total [1795)
F. Less capital stock in treasury (1796]
24, 757,360
TOTAL OWNERSHIP EQUITY [1800]
25, 1,044,782
TOTAL LIABILITIES AND OWNERSHIP EQUITY - (1840}

https://regfiling.nasd.com/focus/FORM_FOCUS_Form2aPrintPreview.asp?Formld=43851... 2/27/2007




‘Part 11A - Draft - Period: 12/2006

STATEMENT OF INCOME (LOSS)

Page 6 of 13

Period Beginning 12/01/2006 Period Ending 12/31/2006 Number of months 1
[3932] [3933] [3931]
REVENUE
1. Commissions:
_— . ; o . » 137,145
a. Commissions on transactions in exchange listed equity securities (3935)
executed on an exchange
b. Commissions on listed option transactions [3938)
¢. All other securities commissions [3939]
137,145
d. Total securities commissions [3940]
2. Gains or losses on firm securities trading accounts
a. From market making in options on a national securities exchange (3945)
b. From all other trading [3949]
0
c. Total gain (loss) [3950]
3. Gains or losses on firm securities investment accounis (3952
4. Profit (loss) from underwriting and selling groups [3955]
17,709,733
5. Revenue from sale of investment company shares (3970]
6. Commodities revenue [3990)
7. Fees for account supervision, invesiment advisory and administrative services [3975]
1,059,020
8. Other revenue (3995)
18,905,898
9. Total revenue [4030]
EXPENSES
365,881
10. Salaries and other employment costs for general pariners and voting stockholder officers [4120)
1,667,925
11. Other employee compensation and benefits [4115]
12. Commissions paid to other broker-dealers [4140]
13. Interest expense [4075)
a. Includes interest on accounts subject to
subordination agreements (4070)
! 281,225
14. Regulatory fees and expenses [4195]
16,526,989
15. Other expenses [4100]

16. Tota! expenses

18,842,020

https://regfiling.nasd.com/focus/FORM_FOCUS_Form2aPrintPreview.asp?Formid=43851... 2/27/2007




"Part 1A - Draft - Period: 12/2006 Page 7 of 13

[4200]
NET INCOME
63,878
17. Net Income(loss) before Federal Income taxes and items below (Item 9 less item 16) [4210]
16,408
18. Provision for Federa! Income taxes (for parent only) [4220)
T 19. E'quity in earnings {losses) of unconsolidated subsidiaries not included above [4222]
a. After Federal income taxes of [4238]
20. Extraordinary gains (losses) [4224)
a. After Federal income taxes of [4239]
21. Cumulative effect of‘changes in accounting principles (4225}
47,470
22. Net income (loss) after Federal income taxes and extraordinary items [4230}]
MONTHLY INCOME
23. Income (current monthly only) before provision for Federal income taxes and extraordinary [4211]

items

https://regfiling.nasd.com/focus/FORM_FOCUS_Form2aPrintPreview.asp?FormlId=43851... 2/27/2007




‘Part IIA - Draft - Period: 12/2006 Page 8 of 13

EXEMPTIVE PROVISIONS

25. If an exemption from Rule 15¢3-3 is claimed, identify below the section upon which
such exemption is based

A. (k) 3 gasso)
(1)--Limited business (mutual funds and/or variable annuities only)

B. (k) I faseor
(2){i)--"Special Account for the Exclusive Benefit of customers”
maintained

C. (k) ¥ 1a570)

(2)(ii)--All customer transactions cleared through another broker-dealer
on a fully disclosed basis. Name of clearing firm(s}

Clearing Firm SEC#s Name Product Code
B- 53585 LEGENT CLEARING A1l [43358]
{4335A) [4335A2]
8- _ [4335D]
[4335C] ’ [4335C2]
8- [4335F])
[4335E]) [4335E2)
8- [4335H]
[43350)] [4335G2]
8- {4335J]
[43351) [433512]
D. (k) T3 taseor

{3)--Exempted by order of the Commission

https://regfiling.nasd.com/focus/FORM_FOCUS_Form2aPrintPreview.asp?Formld=43851... 2/27/2007




-'Part IIA - Draft - Period: 12/2006 Page 9 of 13

COMPUTATION OF NET CAPITAL

757,360

1.  Total ownership equity from Statement of Financial Condition ' [3480]
] 2.  Deduct ownership equity not allowable for Net Capital . [3490]
‘ _ 757,360
3. Total ownership equity qualified for Net Capital (3500)
4. Add
A. Liabilities subordinated to claims of general creditors allowable [35200]
in computation of net capitai
B. Other {(deductions) or allowable credits {List)
[3525A] [3525B]
[3525C] [35250]
0
[3525E] [3525F) [3525]
5. Total capital and allowable subordinated 757['3:;?]
liabilities
6. Deductions and/or charges:
L7101
A. Total nonallowable assets 2 9[3520]
from Statement of Financial
Condition {Notes B and C)
B. Secured demand note [3590]
deficiency
C. Commodity futures contracts [3600]
and spot commodities -
proprietary capital charges
D. Other deductions and/or 361 ~223, ;201
charges [3610) [3620]
7. Other additions and/or credits {List)
[3630A) [3630B]
[3630C] [36300]
] : 0
[3630E} [3630F) [36301
8.  Net capital before haircuts on securities 457['32?;
positions :
9. Haircuts on securities (computed, where
applicable, pursuant to 15¢3-1(f)): ’
A. Contractual securities [3660]
commitments
B. Subordinated securities [3670]

borrowings

C. Trading and investment
securities:

hitps://regfiling.nasd.com/focus/FORM_FOCUS_Form2aPrintPreview.asp?Formld=43851... 2/27/2007




“Part IiA - Draft - Period: 12/2006 ‘ Page 10 of 13

1. Exempted securities ' [3735]
2.  Debt securities [3733]
3.  Options | [3730]
4, Other securities [3734]
D. Undue Concentration [3650]

E. Other (List)

[3736A] [37368]

[3736C) [3736D]

[3736E]} [3736F]
0 0
[3736) [3740)
457,659
10. Net Capital [3750)

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Part A
. . . : 296,568
11.  Minimum net capital required (6-2/3% of line 19) (3756
12.  Minimum dollar net capital requirement of reporting broker or dealer 50[’39‘,50;
and minimum net capital requirement of subsidiaries computed in
accordance with Note(A)
256,568
43. Net capital requirement (greater of line 11 or 12) [3760)
161,091
14, Excess net capital {line 10 less 13) [3770]
12,806
15. Excess net capital at 1000% (line 10 less 10% of line 19) [3780]
COMPUTATION OF AGGREGATE INDEBTEDNESS

P 287,422
16. Total Al liabilities from Statement of (3790}

Financial Condition

17. Add:

A. Drafts for immediate credit [3800]

B. Market value of securities

borrowed for which no (38101
equivalent value is paid or
credited
C. Other unrecorded amounts
{List}
Potential Judgment 4,161,101

https://regfiling.nasd.com/focus/FORM_FOCUS_Form2aPrintPreview.asp?Formld=43851... 2/27/2007




‘Part IIA - Draft - Period: 12/2006

Page 11 of 13

[3820A] [38208]
{3820C) {3820D]
[3820E] [3820F]
4,161,101 4,161,101
[3820] (3830)
’ 4,448,523
19. Total aggregate indebtedness [3840)
. % 972
20. Percentage of aggregate indebtedness to 13850) '*
net capital (line 19/ line 10)
OTHER RATIOS
. . Y 0
21. Percentage of debt to debt-equity total computed in accordance (3860]

with Rule 15¢3-1(d)

https://regfiling.nasd.com/focus’lFORM_FOCUS_Form2aPrintPreview.asp?Formld=43851... 2/27/2007
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- *Part 1A - Draft - Period: 12/2006

SCHEDULED WITHDRAWALS

Ownership Equity and Subordinated Liabilities maturing or proposed to be withdrawn within the next
six months and accruals, (as defined below), which have not been deducted in the computation of

Net Capital.
’ Iyp_e_gj- . Amount to be Withdrawn ,, .
Proposed " Lend _ Insider (cash amount and/or Net ‘Kﬂ\hthdfawgl or Expect
Withdrawal ame of Lender or Contributor or Capital Valueof ettty D2te - 10
or Accrual Outsider Securities) { ) Renew
__[4600] . _
[46801] [4602]) [4603) [4604] [4605]
_ [4610Q] o _
[4611] [4612] [4613] [4614} [4615)
_ [4620]) o _
[4621] [4622) [4623) [4624] [4625]
__[4830] . _
. [4631]  [4832) [4633] [4634] [4635]
_ [4640] : - -
[4641} [4642] [4643] [4644] {4645]
__[4850) o _
[4651] [4652] [4653] [4654] [4655]
__[4660] - B
[4661]  [4662] [4663] [4664] [4665] -
__[8870] o _
[4671] {4672] [4673] [4674] [4675]
_ [4680] o _
: [4681] {4682] [4683] [4684] [4685]
_ [4680] . _
[4691] [4692] [4893] {4694] [4695)
TOTAL 0
$
[4699]
Omit Pennies

Instructions Detal! listing must include the total of items maturing during the six month period following the report date, regardless of
: whether or not the capital contribution is expected to he renewed. The schedule must also include proposed capital
withdrawals scheduted within the six month period following the report date including the proposed redemption of stock
and payments of liabilities secured by fixed assets (which are considered allowable assets in the capital computation
pursuant to Rule 15c3-1(c){2)(iv)), which could be required by the lender on demand or in less than six months.

[Wiiiwalcees] Deserntor N
T  |EofyGpE

I~ 8 Dot Us |
-

T ety

Page 12 of 13
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*Part IIA - Draft - Period: 12/2006

STATEMENT OF CHANGES

Page 13 of 13

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
{SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. Balance, beginning of pericd

A.  Netincome (loss)

B. Additions (includes non-conforming cagpital

of [4262])

709,890

[4240]
47,470

[4250]

C. Deductions (includes non-conforming capital

of [4272] )

2.  Balance, end of pericd (From item 1800)

STATEMENT OF CHANGES [N LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3.  Balance, beginning of period
A. Increases

B. Decreases

4.  Balance, end of period (From item 3520)

https://regfiling.nasd.com/focus/FORM_FOCUS_Form2aPrintPreview.asp?Formld=43851... 2/27/2007

[4260]

[4270]

757,360

[4290]

[4300]

[4310]

[4320]

0

{4330}




THE LEADERS GROUP, INC.
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JASPERS + HALL, PC
CERTIFIED PUBLIC ACCOUNTANTS

9175 East Kenyon Ave, Suite 100
Denver, CO 80237
303-796-0099

To the Board Of Directors of
The Leaders Group, Inc.
Denver, Colorado
INDEPENDENT AUDITORS®’ REPORT

We have audited the accompanying statement of financial condition of The Leaders Group, Inc.
as of December 31, 2006 and the related statements of operations, stockholder’s equity, and cash
flows for the year then ended. These financial statements are the responsibility of the Company’s
management. Qur responsibility is to express an opinion on these financial statements based on
our audit. The December 31, 2005 financial statements of The Leaders Group, Inc., were
audited by another auditor. That auditor expressed an unqualified opinion on those
financial statements in his report dated February 17, 2006.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion. '

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of The Leaders Group, Inc. as of December 31, 2006 and the results of its
operations and its cash flows for the year then ended, in conformity with accounting principles
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplementary information contained in the schedules on pages 8 through.
10 is presented for purposes of additional analysis and is not a required part of the basic financial
statements, but is supplementary information required by Rule 17a-5 of the Securities and
Exchange Commission. Such information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

O—G-qx- \—}oﬂ/’( P

“sprupiry 16, 2007




THE LEADERS GROUP, INC.
STATEMENT OF FINANCIAL CONDITION

December 31,
. : 2006 2005
ASSETS
Cash $ 702,898 $1,008,157
Clearing Deposit Receivable 25,616 25,000
Commissions Receivable 300,045 236,069
Total Current Assets 1,028,559 1,269,226
Other Assels - Deposits 16,223 46,895
Total Assets $ 1,044,782 $1,316,121
LIABILITIES AND STOCKHOLDER'S EQUITY
LIABILITIES:
Current Liabilities
Accounts Payable $ 126,000 $ 276,707
Income Taxes Payable 16,408 13,264
Commissions Payable 145,014 316,260
Total Liabilities 287,422 606,231
STOCKHOLDER'S EQUITY:
Common Stock, $.10 par value, 20,000 shares authorized - ,
and outstanding 2,000 2,000
Additional Paid-In Capital 12,000 12,000
Retained Earnings 743 360 695,890
Total Stockholder's Equity 757,360 709,890
Total Liabilities and Stockholder's Equity $1,044,782 $1,316,121

The accompanying notes are an integral part of these financial statements.



THE LEADERS GROUP, INC.
STATEMENT OF OPERATIONS
For the Years Ended December 31,

2006 2005
Revenues - Commtissions and Consulting f 18,897,910 $ 20,101,792
Operating Expenses:
Commissions 14,680,516 15,805,096
Payroll Expense 2,033,806 2,262,373
Insurance 777,569 736,710
Management Fee 300,000 360,000
Licenses and Permits 281,225 280,936
Professional Fees 191,517 51,035
Consulting Expense 128,000 23,300
Travel & Entertainment 125,480 112,750 -
_Rent 78,016 115,761
Garnishment _ 45,546 -
Office Supplies 39,194 15,488
Telephone 34,480 31,343
Software Development 30,411 -
Dues and Subscriptions 21,408 19,377 -
Software Llcense . 18,900 17,933
Postage and Delivery - 16,719 9,654
Equipment expense . 9,753 17,229
Bank Service Charges 6,908 4,715
Equipment Lease 4,482 1.176
Repairs 4476 919
Reference Materials 4,275 275
Printing and Reproduction - 3,896 2,947
Supplies 953 -
Settlement 949 102,000
Advertising _ 800 -
Training : 591 6.672
Marketing 531 59,712
Charity 500 -
Taxes 418 1,062
Penalty 408 -
Interest Expense ) 293 -
Depreciation Expense - 405
Equipment Rental ' : - 1,397
Meetings - 15,685
Website expense - 385
Total Operating Expenses 18,842,020 20,056,335
Iecome From Operations 55,890 45,457
Other Income - Interest 7.988 6,045
Income Before Income Taxes 63,878 51.502
Provision For Income Taxes 16,408 13,264
Net Income $ 47470 5 38,238
Net Income Per Share 5 237 % 191

The accompanying notes are an integral part of these financial statements.
3




THE LEADERS GROUP, INC.
STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY
For the Years Ended December 31,

Additional
Common Paid-In Retained
Stock Capital Earnings Total
Balance, January 1, 2005 £ 2,000 $ 12,000 $ 657.652 $671,652
Net [ncome - - 38,238 38,238
Balance, December 31, 2005 2,000 12,000 695,890 709,890
Net Income - - 47470 47,470
Balance, December 31, 2006 £ 2,000 $ 12,000 $ 743,360 $757,360

The accompanying notes are an integral part of these financial statements.
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THE LEADERS GROUP, INC.
STATEMENT OF CASH FLOWS
For the Years Ended December 31,

2006 2005
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income 3 47470 $ 38.238
Adjustments 1o reconcile Net [ncome (Loss) to '
net cash provided (used) by operating activities:
Depreciation - 405
Change in certain Assets and Liabilities:
{Increase) in Commissions Receivable ‘ (63,976) (144,151) .
(Increase) Decrease in Deposits 30,056 (40,796)
{Decrease) Increase in Accounts Payable (150,707) 86,707
{Decrease) Increase in Taxes Payable ' 3,144 (2,828)
(Decrease) in Commissions P‘ayable (171,246) (208,411)
Net Cash Provided (Used) by Operating Activities (305,259) (270,836)
Net Increase (Decrease) in Cash (305,259) (270,836)
Cash, Beginning of Period 1,008,157 1,278,993
Cash, End of Period $ 702,898 $ 1,008,157
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the year for income taxes §F 13,264 $ 16,092
Cash paid during the year for interest $ - 3 -

The accompanying notes are an integral pan of these financial statements.
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THE LEADERS GROUP, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2006

NOTE 1 - ORGANIZATION

The Leaders Group, Inc. (TLG or the Company) is owned 100% by David R. Wickersham and was incorporated
under the laws of the State of Delaware in July, 1994. TLG was formed to provide turn-key broker-dealer and back
office support for financial service professionals. TLG was originally owned by D.E. Frey Group, Inc. In January
1995,SunAmerica Securities, Inc. acquired 100% of he equity ownership of TLG. Wickersham and Janney purchased
all issued and outstanding stock of TLG as of July 10, 1995. On May 21, 1999,David R.Wickersham purchased all of
the stock owned by Larry K. Janney from the Larry K. Janney Estate. The Company is currently owned by
Wickersham Family Investment LLLP.

In accordance with regulations under the Securities Exchange Act of 1934 the Company is a broker-dealer registered
with the Securities and Exchange Commission (SEC) and is a member of various exchanges and the National
Association of Securities Dealers (NASD) . This is a self-regulating body formed by the industry to protect its
members and the investing public.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements include the accounts of the Company. The Company is engaged in a single line of business
as a securities broker—dealer, which comprises several classes of services, including principal transactions, agency
transactions, investment banking, investment advisory, and venture capital businesses.

Securities Transactions - Proprietary securities transactions in regular—way trades are recorded on the trade date, as if
they had settled. Profit and loss arising from all securities and commodities transactions entered into for the account
and risk of the Company are recorded on a trade date basis. Customers’ securities and commodities transactions are
reported on a settlement date basis with regulated commission income and expenses reported on a trade date basis.
Amounts receivable and payable for securities transactions that have not reached their contractual settlement date are
recorded net on the statement of financial condition.

Commissions - Commissions and related clearing expenses are recorded on a trade--date basis as securities
transactions occur.

Statement of Cash Flows - For purposes of the Consolidated Statement of Cash Flows, the Company has defined cash
equivalents as highly liquid investments, with original maturities of less than ninety days, that are not held for sale in
the ordinary course of business.

Deferred Compensation - No provision is made for holidays and sick leave pay since only those on commission basis
would be eligible and there is no agreement. Any amounts determined for deferred compensation would be
immaterial. There are no provisions for salaried personnel.

Property and Equipment - Property and equipment are carried at cost and additions are capitalized if theyt exceed the
capitalization threshold of $5,000. Maintenance and repairs are charged to costs as incurred. Expenditures for major
betterments are capitalized and depreciated over the estimated life of the asset. Gain or loss on retirement of property
is included in income.

Estimates - The financial statements are prepared on the accrual basis of accounting, in accordance with accounting
principles generally accepted in the United States of America, which requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.



THE LEADERS GROUP, INC.
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the Year Ended December 31, 2006

NOTE 3 - COMMITMENTS AND CONTINGENCIES

The Company is periodically involved in legal actions or administrative proceedings arising in the normal course of
business. Al December 31, 2006 management is not aware of any material claims against the Company, either actual
or threatened except for the following:

In 2006, the Company was subject to a judgment in a civil action for $3.8 million plus interest accruing at 4.99%
(balance at December 31, 2006 of $4,161,101). The judgment was appealed by the Company and is currently stayed
pending the outcome of the appeal. The Company is also involved in arbitration with its insurance provider in which
the Company is seeking coverage and additional money damages. Due to the uncertain nature of the outcome of the
above mentioned actions, no liability has been accrued in financial statements.

The company is engaged in various trading and brokerage activities in which counterparties primarily include

broker— dealers, banks and other financial institutions. In the event counterparties do not fulfill their obligations, the

Company may be exposed to risk. The risk of default depends on the creditworthiness of the counterparty or
issuer of the instrument. It is the Company’s policy to review, as necessary, the credit standing of each counter—

party.

Lease

On April 21, 2001 The Leaders Group, Inc. entered into a lease with WXI/MCN Real Estate Limited Partnership for
Suite No. 575 in the office building commonly known as the Kellogg Office Building, 26 West Dry Creek Circle,
Littleton, Colorado. The lease was for sixty—one (61) months which commenced on August |, 2001 and ended on
August 30, 2006. A first amendment was signed effective September |, 2006 through December 31, 2013 which
provides for the following payments:

2007—384,572
2008—%86,740
2009—588,908
2010—%$91,077
2011—3833,246 .
2012—%95.414
2013—5397,583

NOTE 4 - RELATED PARTY TRANSACTIONS

The Company paid management fees of $300,000 in 2006 and $360,000 in 2005 to Wickersham Management Corp.,
a wholly owned corporation of David Wickersham.

The Company also paid Wickersham Management Corp. consulting fees of $110,000 during 2006

NOTE 5§ - NET CAPITAL REQUIREMENTS

Under SEC Rule 15¢3-1(a)(2)vi, the Company is required to maintain a minimum net capital of $50,000, and shall not
permit its aggregate indebtedness to all other persons to exceed 1,500% of its net capital. As of December 31, 2006
the Company had net capital of $757.545. This was an excess of its required net capital of $50,000 at December 31,
2006. The Company's net capital ratio was 35.8% as of December 31. 2006.
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THE LEADERS GROUP, INC.
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the Year Ended December 31, 2006

NOTE 6 - PROVISION FOR INCOME TAXES

Provision for income taxes amounted to $16,408 for 2006 (an effective rate of 26%) and $13.264 for 2005 (a|L1
effective rate of 27%) .

NOTE 7 - FINANCIAL INSTRUMENTS

The Company maintains checking accounts at two banks. At December 31, 2006 the Company’s balance was in
excess of the insured balance. The Company does not believe these funds are at risk.

NOTE 8 - EARNINGS PER SHARE

Earnings per share of common stock were computed by dividing net income by the number of common shares
outstanding for the year.

NOTE 9 - LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

There were no borrowings under subordination agreements at December 31, 2006. The Company had no other debt at
December 31, 2006.

NOTE 10 - CAPITAL STOCK

A summary of the Company’s capital stock at December 31, 2006 is as follows:
Common stock - $.10 per value '
Authorized {0,000 shares

[ssued and outstanding — 10,000 shares

NOTE 11 - PROFIT SHARING PLAN—401(K)

On March 1, 2001 the Company adopted the HRC/SVL, LLC 40t{k} Profit Sharing Plan and Trust and notice was
given to the employees. Eligibility requirements are that the participant is age 21 or older and has 90 days of
employment. The employer will make a safe harbor matching contribution on the 401(k) plan of 3% of compensation
on salary deferrals and then fifty-—cents on the dollar matching on the next 2% of 401(k) salary deferrals. Vesting is
determined by length of service and becomes 100% vested after six (6) years. Withdrawals can be made when the
participant separates from service, becomes disabled of attains the age of 50. 401(k) deferrals can be made up to 15%
of participant’s compensation. Company is not obligated to make a profit sharing contribution.

NOTE 12 - RECLASSIFICATIONS

Certain reclassifications were made to the 2005 financial statements to conform to the 2006 presentation.




SUPPLEMENTARY INFORMATION



THE LEADERS GROUP, INC.
COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1
OF SECURITIES AND EXCHNGE COMMISSION
December 31, 2006

Stockholders' Equity
Less Non-Allowable Assets

Net Capital

COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS
Minimum Net Capital required (6-2/3% of aggregate
indebtedness or $50,000, whichever is greater)

Net Capital in excess of amount required
Apgregate Indebtedness

Excess Net Capital at 1000%

Ratio of Aggregate Indebtedness to Net Capital

RECONCILIATION WITH THE COMPANY'S COMPUTATION
(INCLUDED IN PART 1A OF FORM X-17A-5)

Net Capital, as reported in the Company's Part 11A
(Unaudited) FOCUS report

Detail adjustments:
Accounts Receivable
Notes Receivable
Office Equipment
Accounts Payable and Accrued Liabilities
Notes Receivable
Other Adjustments

Net Capital, as adjusted

Aggregate indebtedness, as reported in the Company's
Part 11A (unaudited) FOCUS report

Detail adjustments:
Judgement - Appealed
Accounts Payable and Accrued Liabilities

Aggregale Indebtedness, as adjusted

See the accompanying independent auditors” report.
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THE LEADERS GROUP, INC.
COMPUTATION OF RESERVE REQUIREMENTS
PURSUANT TO RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
For the Year Ended December 31, 2006

The Company operates as a fully disclosed broker-dealer pursuant to the exemptive provision of the SEC
Rule 15¢3-3 subparagraph (k)}(2)(ii). To maintain this exemption, all customer transactions are cleared
through another broker-dealer on a fully disclosed basis.




THE LEADERS GROUP, INC.
INFORMATION RELATING TO POSSESSION
OR CONTROL REQUIREMENTS UNDER RULE 15¢3-3
OF THE SECURITIES AND EXCHANGE COMMISSION
December 31, 2006

The Company does not hold customer funds or cusiomer securities and consequently qualifies for
exemption under the provisions of the Rule.




CERTIFIED PUBLIC ACCOUNTANTS

9175 East Kenyon Ave, Suite 100
Denver, CO 80237
303-796-0099

INDEPENDENT AUDITORS’ REPORT ON
INTERNAL ACCOUNTING CONTROL REQUIRED BY
RULE 17A-5 OF THE SECURITIES AND EXCHANGE COMMISSION

To the Board Of Directors of
The Leaders Group, Inc.
Denver, Colorado

In planning and performing our audits of the financial statements of The Leaders Group, Inc. (the
"Company™) as of and for the year ended December 31, 2006 we considered its internal control, including
procedures for safeguarding securities, in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the internal control.

We also made a study of the practices and procedures followed by the Company in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a)}(11) and the procedures for
determining compliance with the exemptive provisions of Rule 15¢3-3. We did not review the practices
and procedures followed by the Company in making the quarterly securities examinations, counts,
verifications and comparisons, and the recordation of differences required by Rule 17a-13 or in
complying with the requirements for prompt payment for securities under section 8 of Regulation T of the
Board of Governors of the Federal Reserve System, because the Company does not carry security
accounts for customers or perform custodial functions relating to customer securities.

JASPERS + HALL, PC
|
|
|
1
}
I
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The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of internal
contro] policies and procedures and of the practices and procedures referred to in the preceding paragraph
and 1o assess whether those practices and procedures can be expected to achieve the Commission’s above-
mentioned objectives. Two of the objectives of internal controls and the practices and procedures are to
provide management with reasonable, but not absolute, assurance that assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or disposition and that transactions are
! execuled in accordance with management's authorization and recorded properly to permit preparation of
' financial statements in conformity with accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraph. .
Because of inherent limitations in any internal control or the practices and procedures referred to above,
errors or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject 1o the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

Our consideration of the internal controls would not necessarily disclose all matters in the internal
controls that might be malterial weaknesses under standards established by the American Institute of
Centified Public Accountants. A malerial weakness is a condition in which the design or operation of the
specific internal control elements does not reduce to a relatively low level the risk that errors or fraud in
amounts that would be material in relation io the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned functions.
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We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purposes in accordance
with the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that
do not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company’s practices and
procedures were adequate at December 31, 2006 to meet the Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission and
other regulatory agencies which rely on Rule 17a-5(g) under the Securities Lxchange Act of 1934 and
should not be used for any other purpose.

K\a-f-° 4 \_\O_LJ‘ P

Febuary 16, 2007




